
 

 

 

 

 

 

 

  Muzinich & Co.:  

US +1 212 888 3413, UK (London) +44 (0)207 612 8755, Germany +49 (69)1532 5700, France +33 (0)1 7091 6990 

Switzerland +41 (0) 44 218 1414, Italy +39 (0) 245 38 6090, Spain +34 91 084 8896, UK (Manchester) +44 (0) 16 1394 1970 

www.muzinich.com 

Page 1 

 

   2016-06-24-0470 

Brexit Market Commentary 
 
Below please find some commentary on the credit markets following the Brexit vote.  

 
Macro Picture 

 The UK “Exit” vote came as a surprise to markets, which were largely pricing in a “remain” outcome. 

 Volatility this morning has been significant, especially in the currency and equity markets.  By 

comparison, credit markets have been relatively calm.  Long-term political and economic consequences 

remain to be seen.  

 Central banks are responding.  The Bank of England has already announced a liquidity facility for UK 

banks, and is likely to do more, and the ECB is likely to be an active buyer of bonds in the market. 

 European core sovereign yields have gone further into negative territory, which may exacerbate the 

search for yield over the medium term.  European periphery bond yields have widened. 

European Credit Markets 

 As of approximately midday GMT, the European BBB corporate index is only marginally down.   

 As of approximately midday GMT, the European BB/B corporate index is down a little over 1%. This 

compares to Sterling and various equity markets down approximately 5-10%. 

 The weakest bonds are generally subordinated financial bonds, and higher risk bonds of British companies. 

 Given the unexpected Exit vote, we have been positively surprised by the level of liquidity in the market.  

A number of investors seem to be putting cash to work, and we can transact in large numbers of bonds, 

though with a wider bid-ask spread.   

 Regarding credit fundamentals, we believe the decision by the UK to leave the EU will have limited near 

term impact on company balance sheets.  While earnings may somewhat weaken, companies have 

generally been prudent in their funding behavior, and we believe they generally have sufficient liquidity 

to deal with earnings weakness.   

Muzinich Funds 

 Our funds are prudently positioned for a risk-off event. 

 We have only selective exposure to UK bonds.  Where we have UK bonds they are generally either higher 

quality, shorter maturity bonds that should exhibit less volatility or are in defensive sectors. 

 We are not exposed to subordinated bank bonds, which have been significantly affected by the volatility.  

 Our two European flagship funds, Muzinich Europeyield Fund and Muzinich Enhancedyield Fund, have 

recently taken steps to reduce risk.  They have improved the credit quality of their portfolios, and, in the 

case of Enhancedyield, shifted exposure to US companies that we expect to be less affected by Brexit. 

 Our funds are well hedged into the base currency of their share class and therefore are generally not 

exposed to meaningful currency risk. 

Conclusion 

 As mentioned in our “Brexit, Grexit, Exit, Exit, Exit” note earlier this week, we seek to lend money to 

companies that we believe will repay us regardless of the outcome of macroeconomic events over which 

we have no control.   

 While we cannot predict short-term market movements, we believe that our credits are better quality and 

soundly positioned to absorb economic volatility.  Given our defensive positioning, we shall be watching 

the markets closely for opportunities to buy good quality credits at attractive valuations. 
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Please note that opinions and statements of financial market trends that are based on market conditions 

constitute our judgment and are subject to change without notice.  The views and opinions expressed 

should not be construed as an offer to buy or sell or invitation to engage in any investment activity, they 

are for information purposes only. 

 

This document contains forward-looking statements, which give current expectations of future activities 

and future performance.  Any or all forward-looking statements in this document may turn out to be 

incorrect.  They can be affected by inaccurate assumptions or by known or unknown risks and 

uncertainties.  Although the assumptions underlying the forward-looking statements contained herein are 

believed to be reasonable, any of the assumptions could be inaccurate and, therefore, there can be no 

assurances that the forward-looking statements included in this discussion material will prove to be 

accurate.  In light of the significant uncertainties inherent in the forward-looking statements included 

herein, the inclusion of such information should not be regarded as a representation that the objectives 

and plans discussed herein will be achieved.  Further, no person undertakes any obligation to revise such 

forward-looking statements to reflect events or circumstances after the date hereof or to reflect the 

occurrence of unanticipated events.  

 

 

Issued in Europe by Muzinich & Co. Ltd, which is authorised and regulated by the Financial Conduct 

Authority.  Registered in England and Wales No. 3852444.  Registered address: 8 Hanover Street, London 

W1S 1YQ. 

 

 


